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Chairman William D. Ford of the House Post Office and qgvil
Service Committee today warned that the President's FY 1984 budget
will do further permanent damage to the Federal workforce without
an& regard for the cﬁnsequences.

In, testimony before the House Budget Committee, the Michigan
Democrat said repeated assaults by the Reagan Adminigtration already
have resulted in fundamental changes in the character of the Federal
workforce,

"We have done these things without any careful consideration of
what kind of civil service we want to have in place for the future,”
‘Ford said. "Until that question is answered and we understand the
consequences, we must not do further damage.”

Ford urged the Budget Committee to be cgutious in assuming that

savings proposed by the President will be achieved in areas of his

committee's jurisdiction.
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He asked the Bu.get Committee to assume that: '

o COLA deferments for Federal retirees will be no gre;ter than
those Congress decides for social security recipients.

o The pay inérease fbr Federal workers will be a minimum of 4
percent, reflectiné last year's commitment by Congress and the
Administration.

o There be no change in health and retirement benefits, since
the complexity and ‘sensitiiity of the 4ssues require intensive
hearings and analyses by our committee and thus will not impact the

FY 1984 budget.

A copy of Ford's prepared testimony is attached.

'™
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REMARKS OF CHAIRMAN WILLIAM D. FORD
'POST OFFICE AND CIVIL SERVICE COMMITTEE
BEFORE THE
HOUSE BUDGET COMMITTEE | .

FEBRUARY 10, 1983

Mr. Chairman, I appear befdré you today to discuss the continuing assault
on the Federal workforce contained in the FY 1984 budget the Administration
sent to Congress last month,

"All of wus in Congress are keenly aware of our nation's tragic eéonomic
dilemma and the urgent need to reduce the towering budget deficits‘created by
this Administration's costly supply-side economics failure.

But where Federal workers are concerned, enough is enough.

For two yéars this Administration has used Federal workers and retirees
as convenient scapegoats. In the mbst blatant demagoguery { have ever
witnessed in nmy political career, this Administration haé gone to
extraordinar; lengths to portray Federal workers as indolent paper shufflers
who are overpaid and underworked. It has done this, I must'coﬁclude, to
enlist public support for draconian budget cuts against Federal workers and
thoge who have - retired from the Federal service —- to reenforce the popular
nmisconception about Federal workers.

At this point in time, there' can be no doubt that the Reagan

Administration has sought deliberately to _make Federal employment less

attractive.

And I cannot help but wonder what price we will pay down the road in

terms of efficiency and quality. If we continue this mindless diminution of
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pay and benefits, how will we attract the best and brightest fo wérk at NIH,

NASA, the Food and Drug Administration, the Department of Agriculture, the FAA

and all those othe? departments and agencies where Federal workeré perform the
vital services that keep this nation running?

if we continue on the present course, we will guarantee the kind of
second~-rate workforce the White House portrays to the public,

The disdain this Admin;s;ration harbors for public workers is neatly‘
-summed up in a statement ﬁy J. Peter Crace, the industrialist President Reagan
hand-picked to head the President's Private.Sectot Survey on Cost Control in
Federal Government.

Listen to Mr. Grace's description of those who protecé our Presidents,
keep our airways safe, build our navy's ships and do all those othettjobs that
must be done:

."How could you expect anybody who has gone into the bureaucracy and made
a life's work of it to hold to the right principles? Right off the bat, those’
pebple are looking for a cushy deal. ‘I don't want to beat on eve%ybody who
works for the government, but no matter how pure and fine theip motives when
tﬁey staft, after 10 or 15 years of service they're just there to get their
pensions.” |

The fact 1is that we have been beating on-everybody who works for the
Federal government. Let's take a look at what the Administration wants to do -
now to Federal workers.

Federal retirement and pay freeze

The proposed COLA freeze is a prime example of the unfairness inherent in
the President's budget. For social security recipients and beneficiaries of
Federal entitlement programs, the President proposes a six-month delay in

COLA. But for Federal civilian and military retirees, he proposes to
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elipinate the FY 1984 COLA adjustment altogether. 1In effect, he proposes a~
13—;0nth delay for Federal retirees, more than twice as long as the delay
proposed for all others. How fair is that?

Perhaps the President believes the myth that the vast majority of Federal
employees retire at age 55 and receive large annuities. The facts ;;e that in
1982 the average age of a retiring civil servant was 61, and, for the last two
years the average annuity for a retiring employee has grown smaller — in 1986
the average monthly annuity was $1,067, in 1981 it fell to $1,019, and in 1982
it fell dramatically to $935.1 ' |

Even the average retiree who has been recéiving COLAs for a number of
years 1is not getfing rich, of the.1.7 million annuitants on the rolls on
September 30, 1980, more than one-third received annuities less tha; $500 per
month, and ‘more than 70 percent received annuities of less than $1,000 per
month, - Only 9,560 (six one hundredths of one percent) received annuities of
more than $3,000 per month.2

There simply is no basis to treat Federal retirees more ha;sﬁly than
beneficiaries of other Federal retirement programs, - - -

The proposed Federal civilian and mnilitary pay freeze is another example
of presidential unfairness. The Presiéént, with the acquiescence of the
Congress, has totally abandoned the principle that Federal salaries should be

comparable to those paid in the private sector. Federal salaries in recent

yearé have fallen farther and farther behind the levels required for

lData supplied to the Committee on Post Office and Civil Service by the

General Accounting Office. .
2”Civil Service Retirement System", Committee Print No. 97-3, Committee on

Post Office and Civil Service, pp. 64, 65 (1981).
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comparability. As o. October, they were 14.47 per. .at behind the private

sector and now, the President proposes an outright freeze.

Proponents of the freeze argue Federal workers should be happy just to
have a secure job, and that pay concessions are common in the private seétor.
today. But there is ﬁo pay freeze in the private sector. The Congressional
Budget Office estimates that for the period March 1982 to March 1983, the
average hourly earnings index will increase by 5.5 percent. And BLS figures
show private, non-farm wages rose 6.3 percent in 1982. |

Last year's four-percent raise for Federal workers was génefally eaten up
by the medicare ta* and increased health insurance premiums. Many, many
employees actually experienced reductions in take-home pay. At a minimum this
year we should provide the four percent increase assumed in last yeé;'s budget

resolution, especially in lighf of what is happening in the private sector.

Civil service retirement revisions

~The civil service retirement fevisions proposed in the President's budgeg
for fiscal year 1984 reflect a _series.of gulps that would make Moby Dick
envious. The President, no longer content with'denying Federal é;ployees a
fair rate of pay, is now~ attacking and destroying the one . remaining
recruitment and. retention incentive for Federal employment.‘ The President's - 3
budget proposals represent_tﬁe most dréstiC»reductions in retirement benefits.l
f have seen .in. my 18-years in the Houses ”Briéfly; the proposéd revisions - -
include:

~= Increasing employee contributions from 7 percent to 9 percent in 1984
and from 9 percent to 11 percent in 1985; - -

-~ Reducing annuities by 5 percent for each year the employee is under

. E
age 65 at the time of retirement; .

-~ Calculating annuities on the basis of highest average salary over five
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years rather than three years; and

~- Modifying the formula for computing annuities.

The civil service retirement system has been under attack since 1977 when

Congress repealed the one-percent bonus that was added to each cost-of-1iving
adjustment., Since then we have changed from twice-a-year to once-a-year
cost-of-living adjustmeants, restricted disability retirement benefits,
increased interest rates on depos%ts‘for prior service, delayed the commencing
dates of annuities, provided one-half cost-of-living adjustment; for retirees
under age 62, plus several other changes. ~“According to preliminary data
compiled by the Genéral Accounting Office, these retirement system changes
have‘ resulted in a total réduction in benefits of $6.7 billion sinc; 1977.
Add to that the annual pay caps —— amounting to a loss in pay of over $11
billion since 1979 -- last year's imposition of thé medicare tax on Federal
employees, a 55 percent increase in health insurance premiums over the past
two years coupled with a decrease in béngfits, and iﬁ is no small wonder that
empldyee morale - is at an all-time low. Further complicating the retirement
issue is t@e proposal to extend social security coverage to certain Federal
employees -~ at 1least new hires. That is a more imminent problgm that our
committee will have to address.

Federal employees health benefits

Over the past two years, under the direction of OPM Director Donald

Devine, we have witnessed a steady erosion of Federal employee'health'

benefits. Premiums have increased an average of 55 percent and the overall

level of benefits has substantially decreased. In 1981, the customary open

season was postponed, resulting in unprecedented chaos and several lawsuits.

In 1981 the Committee on Post Office and Civil Service asked William M.

Mercer, Incorporated, to conduct a comprehensive evaluation of the Federal
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Employees Health Benefits Program and to compare that program with Qeveral
private sector and state government health plans. The Mercer report, which
was puhiished in July 1982, concluded that the value of benefits under the
Federal Employees Health Benefits Program falls below the average value of
benefits received by employees in the private sector and state government
plaus.

Contrary to the basic_ thrust of the Mercer recommendations, the
‘President's budget proposes a major restructuring of the health benefits
progran. While few specifics of the proposgl are furnished, it appears that
in the future each employee would receive a fixed dollar amount towards the
purchase of health insurancé. This amount would be based on the average
government countribution for employee health insurance in'1983,‘indexed in
future years to reflect price'incrgases. Our preliminary information shows
that. under this proposal, the average government contribution for employee
health benefits in fiscal year 1984 will be reduced by $172 and that the
méximum government contribution will be reduced by over $500. “>t'5*’

In another area of the committee's jurisdiction, the U.S. Postal Service,
tﬁis Administration is asking those who can least afford it to pay for its
economic miscalculations. |

The “"revenue forgone" appropriation

This appropriation subsidizes the postal rates paid by certain types of-
“preferred” mailers -~ the blind and hanéicapped, libraries, séhools,
charities, churches, veterans organizations, small rural newspapers, and
others, |

The Administration is proposing a fiscal year 1984 appropriatidn of only

$400 wmillion, The results? Well, the Postal Service tells me that the rate

for mailing classroom publications will g0 up 1037 as of October 1. The rate
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for in-county rural newspapers: 97%Z. The rate for nonprofit fundraising

letters: 77%.

Public service appropriation

The Administration is recomﬁending a zero public service appropriation
for FY 1984, continuing the practice of the past two years. ’fhe pu%lic
service appropriation historically has been characterized as the Federal
government's compensatory vpayment to the Postal Service for providing
unprofitable and{ inefficient public service such as maintaining rural post
offices, Saturday mail delivery, convenient urban collection boxes, and
\door-to—door delivery. |

.If not for the Reconciliation Act of 1981, the fiscal year 1984 public
service authorization would have been $460 million. It is noﬁ zero.- I am not
going to argue here today that the aufhorizatioﬁ should be restored. I
continue to believe in the principle of funding a portion of postal operations
through appropriations, but I recogﬁize that this will not happen in the

foreéeeable future. I do wish to point out to the committee, though, that the

Postal Service = will have " lost about $1.6 billion in " public service

appropriations over threa years, and that the effect must be felt in terms of
either increased rates or decreased service — or both. " The PostalService

(after reporting a $700 million "profit” for fiscal year 1982) is projecting a

$285 million loss for fiscal year 1983 and a $1.5 billion loss for fiscal year

1984. Those 1losses have to be made up somehow. Rates are going to go up.
And if rate increases are going to be képt reasonable, quality and quantity of
services are .going to have to be 1looked at. I know many Members are
increasingly upset by the proliferation of "clusterboxes” ag a substitute for
door or curb delivery. I also must tell you that I gave on my desk an

exhaustive study by GAO conclusively demonstrating that the Postal Service
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could cut its operataag costs by $125 million to ;150 million a year by
closing 7,000 small, inefficlent post offices. Having to even contemplate
such a study 1is but one of the unpleasant results of wiping out the public
service appropriation and‘ having a totally self-supporting, “pay-as-you-go™

postal system.

Administration proposals to increase Postal Service personnel costs

The Postal Service is an extraordinarily 1abor-intensive.organization.
Some 862 of Postal Service costs are personnel costs. I say that, if we are
going to have this kind of “pay-as-you-go™ postal system, and if we are now
going to start loading all sorts of additional personnel costs on the system
(as the Administration proposes), why don't we accelerate the evolutionary
pace even more? If Postal Service managers are to do their job as their

private sector management counterparts do theirs, they should have some

measure of contrél over these costs. The Postal Service is studying the
feasibility of pulling out of the civil service health benefits program and
forming its own plan. My committee will be.awaiting the results of this study
with great interest. I understand that similar studies may also be made of
separate life insurance and retirement plans.

In my opinion, an essential part of the Postal Service's evolutionary
process must necessarily be the continued evolution of full collective"
éargaining rights. -- ‘There is but one way to guarantee- postal.management the
control it needs over presently uncontrollable personnel costs -- full
collective bargaining. Similarly, there is but one way to give rank-and-file
postal workers the same voice in determining conditions of employment that.
their private sector counterparts have —- full collective bargaihing.

Mr. Chairman, I wonder how far this Administration 1nt§nd§ to go to cover

up its economic blunders?
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If we indeed need to find huge additional savings in the domestic program
siée of  the budget, we must look elsewhere. We have taken all we dare from
the hides of Federal workers,

Certainly what we have done already is bound to change the c@aracter of
the Federal workforce. Yet we have done all these things without ény careful
consideration of what kind of civil service we want to have in place for the
future. Until that question is answered and we understand the consequences,
we must not do further damage.

The President's fiscal year 1984 budget makes savings assumptions based
on sPecific proposals.

It would be wunrealistic for the Budget Committee to assume that the
President's recommendations in areas of juri;diction under the Post Office and
Civil Service Committee will be achieved.

Out of fairness and a concern for efficieﬁt and effective government, I
urge this committee to assume that:

o COLA deferments for Federal retirees will be no greatetlthan those
Congress decides for social security»recipientshwv.A,_m.

o The pay increase for Federal workers will be a minimum of 4 percent,
reflecting last year's commitﬁent by Congress and the Admigistration.

o There be no change in health and retirement benefits, since the _

complexity and sensitivity of the issue require intensive hearings and

anaiyses by our committee and thus will not impact the FY 1984 budget.
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